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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

[Bulletin  No.  77-9] 

ZERO-BASE  BUDGETING 

April  19,  1977. 

To  the  heads  of  executive  departments 
and  establishments: 

1.  Purpose.  Ihe  President,  in  a  memo¬ 
randum  of  February  14,  1977  (Attach¬ 
ment),  asked  each  agency  head  to  de- 
velcH)  a  zero-base  budgeting  system  to  be 
used  in  the  preparation  of  the  1979 
Budget.  In  accordance  with  the  Presi¬ 
dent’s  direction,  these  Instructions  pro-, 
vide  guidance  on  the  use  of  zero-base 
budgeting  techniques  for  the  preparation 
and  justification  of  1979  budget  requests 
within  each  agency.  Separate  instruc¬ 
tions  will  be  Issued  in  OMB  Circular  No. 
A-11  to  advise  agencies  of  budget  mate¬ 
rials  to  be  submitted  to  OMB.  The  In- 
structicms  in  this  Bulletin  lay  the  foun¬ 
dation  for  agency  budget  submissicms  in 
September  in  accordance  with  Circular 
No.  A-11. 

2.  Coverage.  These  instructions  apply 
to  all  agencies  in  the  executive  branch 
whose  budgets  are  subject  to  Presidential 
review  (see  OMB  Circular  No.  A-11,  sec¬ 
tion  11.1) .  These  concepts  and  guidelines 
are  a  framework  within  which  each 
agency  should  devel<«)  necessary  proce¬ 
dures  to  meet  its  individual  require¬ 
ments.  Agencies  should  Insure  that  the 
fundamental  characteristics  of  zero- 
base  budgeting  are  retained.  Agencies 
excluded  frcxn  coverage  of  this  bulletin 
are  encouraged  to  develop  zero-base 
budgeting  procedures. 

3.  Definition  of  terms,  a.  Decision 
unit.  The  program  or  organizational  en¬ 
tity  for  which  budgets  are  prepared  and 
for  which  a  manager  makes  significant 
declsicms  on  the  amount  of  spending  and 
the  scope  or  quality  of  work  to  be  per¬ 
formed. 

b.  Decision  package.  A  brief  justifica¬ 
tion  document  that  Includes  the  lnf(N:- 
matimi  necessary  for  managers  to  make 
Judgments  on  program  or  actlvil^  levels 
and  resource  requlranents.  A  series  of 
decision  packages  (a  declskm  package 
set)  Is  prepared  for  each  decisicm  unit 
and  cumulatively  represents  the  total 
budget  request  for  that  unit. 

c.  Consolidated  decision  packages. 
Packages  prepared  at  higher  manage¬ 
ment  levels  that  summarize  and  suivle- 
ment  Information  contained  in  decision 
packages  received  fnmi  lower  level  units. 
Consolidated  packages  may  refiect  dlf- 
fer^t  priorities,  including  the  addltlcm 
of  new  programs  or  the  abolition  of  ex¬ 
isting  (mes. 

d.  Ranking.  The  process  by  which 
managers  array  program  or  activity  lev¬ 
els  (as  shown  in  decision  packages!  in 
decreasing  order  of  priority.  This  rank¬ 
ing  process  identifies  the  relative  prior¬ 
ity  assigned  to  each  decision  package 
increment  ccmtained  In  the  manager’s 
budget  request  based  on  the  benefits  to 
be  gained  at  and  the  consequences  of 
various  spending  levds. 

e.  Minimum  level.  The  program,  ac¬ 
tivity,  or  funding  levd  below  which  It 
Is  not  feasible  to  ccmtlnue  the  program. 


activity,  or  entity  because  no  construc¬ 
tive  contribution  can  be  made  toward 
fulfilling  its  objective.  The  minimum 
level: 

May  not  be  a  fully  acceptable  level 
frcxn  the  program  manager’s  perspec¬ 
tive:  and 

May  not  ccnnpletely  achieve  the  de¬ 
sired  objectives  of  the  decision  unit. 

f.  Current  level.  The  level  that  would 
be  reflected  in  the  budget  If  fiscal  year 
1978  activities  were  carried  on  at  1978 
service  or  other  output  levels  without 
major  policy  changes.  A  concept,  not  un¬ 
like  current  services,  that  nevertheless 
permits  internal  realignments  of  activi¬ 
ties  within  existing  statutory  authoriza¬ 
tion.  Estimates  of  personnel  compensa¬ 
tion  and  other  objects  of  expenditure 
will  be  made  in  accordance  with  OMB 
Circular  No.  A-11. 

4.  The  zero-base  budgeting  concept. 
Zero-base  budgeting  is  a  management 
process  that  provides  for  systemat^  con¬ 
sideration  of  all  programs  and  activities 
in  conjimction  with  the  formulation  of 
budget  requests  and  program  planning. 

The  principal  objectives  of  zero-base 
budgeting  are  to: 

Involve  managers  at  all  levels  in  the 
budget  process; 

Justify  the  resource  requirements  for 
existing  activities  as  well  as  for  new 
activjjiies; 

Focus  the  justification  on  the  evalua¬ 
tion  of  discrete  programs  or  activities 
of  each  decision  unit; 

Establish,  for  all  managerial  levels  in 
an  agency,  objectives  against  which  ac¬ 
complishments  can  be  Identified  and 
measured; 

Assess  alternative  methods  of  accom¬ 
plishing  objectives: 

Analjrze  the  probable  effects  of  differ¬ 
ent  budget  amoimts  or  performance 
levels  on  the  achievement  of  objectives: 
and 

Provide  a  credible  rationale  for  reallo¬ 
cating  resources,  especially  from  old 
activities  to  new  activities. 

To  accomplish  these  objectives  zero- 
base  budgeting  requires  these  decision¬ 
makers  to: 

Use  “decision  packages’’  as  the  major 
tool  for  budgetary  review,  analysis,  and 
decisionmaking ;  and 

Rank  program  or  activity  levels  in 
order  of  priority. 

5.  Benefits  anticipated  in  the  Federal 
Government.  This  new  system  can  pro¬ 
vide  significant  benefits  at  all  levels 
throughout  the  Federal  Government. 
These  benefits  include: 

Focusing  the  budget  process  on  a  com- 
prensive  analysis  of  objectives,  and  the 
development  of  plans  to  accomplish  those 
Objectives; 

Providing  better  coordination  of  pro¬ 
gram  and  activity  planning,  evaluation, 
and  budgeting; 

Expanding  lower  level  management 
participation  In  program  and  activity 
plannl^,  evaluation,  and  budgeting; 

Causing  managers  at  all  levels  to  eval¬ 
uate  In  detail  the  cost  effectiveness  of 
their  operations  and  specific  activities — 
both  new  and  sOld — all  of  which  are 
clearly  Identified; 


Requiring  that  alternative  ways  to 
meet  objectives  are  identified; 

Identifying  trade-offs  between  and 
within  programs;  and 

Providing  managers  at  all  levels  with 
better  informaticm  on  the  rdatlve  pri¬ 
ority  associated  with  budget  requests  a-wd 
decisions. 

Many  ugemcy  managmoit  processes 
are  aimed  at  providing  smne  if  not  all  of 
these  same  benefits.  In  many 
however,  such  processes  do  not  <H>erate 
ag^c3rwlde  and  the  infotmation  rdevsmt 
to  the  processes  is  not  gathered,  analyzed 
and  reviewed  in  a  systematic  manner  for 
all  programs  and  activities.  The  value  of 
zero-base  budgeting  Is  that  It  provides 
a  process  requiring  systematic  evaluation 
of  the  total  budget  request  and  all  pro¬ 
gram  (Ajectlves. 

6.  The  zero-base  budgeting  process. 
Agencies  should  devel<m  their  internal 
zero-base  budgeting  procedures  within 
the  following  framewoiic. 

a.  Identification  of  objectives.  An  Im¬ 
portant  early  step  in  zero-base  budgeting 
is  the  identification  of  objectives  for  all 
managers  preparing  and  reviewing  de¬ 
cision  packages. 

Top  levd  agency  management  should 
be  involved  in  setting  objectives  for  lower 
level  agency  managers  to: 

(1)  Help  ensiue  ttiat  appropriate  guid¬ 
ance  is  furnished  to  managers  through¬ 
out  the  ag^cy; 

(2)  Aid  managers,  pr^iaring  decLsi<m 
packages  In  defining,  explaining,  and 
justifying  their  woik  to  be  perform^  and 
the  associated  resources;  and 

(3)  Aid  top  and  Intermediate  level 
managers  in  understanding  and  evalu¬ 
ating  the  budget  requests. 

Program  and  organizaticm  objectives 
should  be  explicit  statements  of  intended 
oulput,  clearly  related  to  the  basic  need 
for  which  the  program  or  organization 
exists.  The  task  of  identifying  objectives 
requires  the  partlclpati(m  by  managers  at 
all  levels  to  determine  the  ultimate  real¬ 
istic  outputs  or  accomplishments  ex¬ 
pected  from  a  program  or  organization 
(major  objectives)  and  the  services  or 
products  to  be  provided  for  a  given  level 
of  funding  during  the  budget  year 
(short-term  objectives). 

However,  la<^  of  precise  identification 
and  quantification  of  such  objectives 
does  not  preclude  the  devekmment  and 
implementation  of  zero-base  budgeting 
procedures. 

As  objectives  are  identified,  managers 
should  itoultaneously  determine  the  key 
indicators  by  which  performance  and 
results  are  to  be  measured.  Agencies 
should  specify  measures  of  effectiveness, 
efficiency,  and  workload  for  each  declskm 
unit.  These  measures  can  often  be  ob¬ 
tained  from  existing  evaluation  and 
workload  measurement  systems.  If  such 
systems  do  not  exist,  or  if  data  are  not 
readily  available,  desirable  performaroe 
Indicators  should  not  be  rejected  because 
of  imparent  difficulties  in  measurement. 
Indirect  or  proxy  indicators  should  be 
oohsidered  Inltlany,  while  evaluatkm  and 
wmkload  systems  are  devdoped  to  pro¬ 
vide  the  necessary  data  for  subsequent 
budget  cycles. 
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b.  Identification  of  decision  units.  An¬ 
other  ot  the  first  steps  In  zero-base 
budgethiff  Is  the'  Identification  of  the 
entities  In  the  program  or  organization 
structure  whose  managers  will  prepare 
the  Initial  decision  packages.  In  an  in¬ 
stances.  the  identification  of  the  deci¬ 
sion  units  should  be  determined  by  the 
information  needs  of  higher  level  man¬ 
agement.  Agencies  should  ensure  that 
the  basic  decision  units  selected  are  not 
so  low  in  the  structure  as  to  result  in 
excessive  paperwork  and  review.  On  the 
other  hand,  the  units  selected  should  not 
be  so  high  as  to  mask  important  con- 
sideraticms  and  prevent  meaningful  re¬ 
view  of  the  wcwk  being  performed.  In 
general,  the  decisicm  unit  should  be  at 
an  organizational  or  program  level  at 
which  the  manager  makes  major  deci¬ 
sions  on  the  amount  of  spending  and 
the  scope,  direction,  or  quality  of  work 
to  be  performed.  A  decision  xinlt  normal¬ 
ly  shoiild  be  included  within  a  single 
account,  be  classified  in  only  one  budget 
subfunction,  and  to  the  extent  possible, 
refiect  existing  program  and  organiza¬ 
tional  structures  that  have  accounting 
support. 

c.  Preparation  of  decision  packages. 
The  decision  unit  manager  performs  two 
types  of  analyses  based  <m  the  program 
and  budget  guidance  received  from  high¬ 
er  level  management  First,  the  manager 
examines  alternative  ways  of  acc<»i- 
plishing  the  major  objectives.  Such  al¬ 
ternatives  may  require  legislation  and 
may  have  been  Identified  and  developed 
as  a  result  of  a  major  reexamlnatlcm  of 
the  program  or  activity.  In  other  in¬ 
stances  the  alternatives  identified  may 
not  be  fully  devel(q?ed,  but  will  serve  as 
a  basis  for  reexamining  the  program  at 
a  later  date.  In  still  other  instances,  the 
alternatives  identified  may  be  the  first 
steps  toward  more  significant  changes 
that  will  take  longer  than  (me  year  to 
accomplish.  Normally,  the  best  alterna¬ 
tive  is  then  selected  and  used  as  the 
basis  for  the  second  type  of  analysis — 
the  identification  of  different  levels  ol 
fimding,  activity,  or  performance.  The 
purpose  of  identifying  these  different 
levels  is  to  provide  information  on:  (1) 
where  reductions  frcmi  the  total  request 
may  be  made,'  (2)  the  increased  benefits 
that  can  be  achieved  through  additkmal 
or  alternative  spending  plans,  and  (3) 
the  effect  of  such  additions  and  reduc- 
ti(ms.  Again,  legislation  may  be  reqiiired 
to  put  into  effect  some  level  of  funding 
or  performance. 

However,  nothing  in  this  process 
should  inhibit  or  prohibit  any  decision¬ 
maker  from  submitting,  requesting,  or 
reviewng  any  information  needed  for 
analyses  and  decisionmaking.  For 
example,  separate  decision  package  sets 
may  be  prepared  to  examine  the  impact 
of  different  alternatives.  Also,  packages 
reflecting  increased  performance  or 
funding  levels  may  Introduce  alternative 
methods  of  accomplishment  that  were 
not  feasible  at  a  lower  level. 

The  guidance  received  from  higher 
level  management  may  determine  the 
specific  service,  performance,  output,  or 
funding  levels  and  the  objectives  to  be 


discussed.  This  helps  to  insure  that  in¬ 
formation  provided  in  the  decision 
package  is  bn^en  down  and  arrasred  in 
a  manner  conducive  to  higher  levd  re¬ 
view  of  Issues  concerning  the  declsi<m 
unit  and  also  covering  more  than  one 
decision  unit.  However,  in  all  Instances 
the  decision  package  set  should  Include: 

(1)  A  minimum  level.  In  all  instances, 
the  minimum  level  should  be  below  the 
current  level  (unless  it  is  clearly  not 
feasible  to  operate  below  the  current 
level) ;  and 

(2)  A  current  level  (unless  the  total 
requested  for  the  decisicm  imit  is  below 
the  current  level) . 

The  decision  package  set  may  also 
Include,  when  appr(H)rlate: 

(1)  A  level  or  levels  between  the 
minimum  smd  current  levels;  and 

(2)  Any  additional  increments  desired 
above  the  current  level. 

Proposed  changes  (supplementals, 
amendments,  rescissions)  in  current  year 
amounts  should  be  shown  in  packages 
separate  from  the  packages  described 
above.  However,  the  above  packages 
should  include  any  budget  year  effect 
of  current  year  changes.  New  pro¬ 
grams  or  activities  (e.g..  those  resulting 
from  new  legislative  authority  or  a  new 
major  objective)  will  be  proposed  in  a 
SQ>arate  decislcm  package  set.  Proposals 
for  abc^tion  of  current  programs  or  ac¬ 
tivities  normally  will  not  be  reflected  in 
a  decislim  package  set.  However,  such 
proposals  should  be  highlighted,  as  ap¬ 
propriate.  in  another  part  ot  the  agency 
Justiflcaticm. 

The  decislcxi  unit  manager  prepares  a 
decision  package  set  that  Includes  deci¬ 
sion  packages  reflecting  Incremental  lev¬ 
els  of  funding  and  performance,  so  the 
cumulative  amount  of  all  packages  rep¬ 
resents  the  total  potoitial  budget  reiiuest 
of  the  decision  unit.  Each  package  shows 
the  effect  of  that  fxmding  and  perform¬ 
ance  level  on  meeting  the  assigned  ob¬ 
jectives.  The  decisi(m  packages  serve  as 
the  primary  to(d  for  budgetary  review, 
analysis,  and  decisioiunaking,  although 
additional  material  may  also  be  made 
available  or  requested  for  review. 

Generally,  a  series  of  packages  should 
be  prepared  for  all  programs  and  ac¬ 
tivities  where,  through  legislative  or  ad¬ 
ministrative  means,  there  is  discretion 
as  to  the  amount  of  fimds  to  be  spent 
or  the  appropriate  method  or  level  of 
activity.  Ihis  does  not  mean  that  where 
a  spending  level  is  mandatory  imder  ex¬ 
isting  substantive  law.  (mly  one  level 
will  be  identified.  There  are  many  in¬ 
stances  in  which  the  decision  on  whether 
to  propose  legislative  changes  is  made 
during  the  preparation  of  the  budget. 
There  are  also  instances  in  which 
changes  in  regulatimis  or  program  ad¬ 
ministration  can  affect  the  amount  of 
resources  needed  to  carry  out  a  manda¬ 
tory  program.  In  these  instances,  pack¬ 
ages  should  be  prepared  that  analyze  the 
effects  of  different  funding  or  perform¬ 
ance  levels  or  alternative  methods  of  ac¬ 
complishing  the  objectives.  In  any  in¬ 
stance  where  there  is  clearly  no  discre¬ 
tion  in  the  amounts  of  funds  to  be  spent 
or  the  appropriate  methcxl  or  level  of 
activity,  at  least  one  decision  package 


should  be  prepared  that  summarizes  the 
analysis  and  decisionmaking  that  re¬ 
sulted  in  that  request.  That  decision 
package  should  sunxut  the  conclusion 
that  only  one  funding  at  activity  level 
can  be  ccxisidered  during  the  budget 
process. 

(L  Ranking  of  decision  packages.  C(xn- 
pleted  decisl(xi  packages  should  be 
ranked  initially  by  the  decision  imit 
manager.  At  higher  management  levels, 
the  rankings  of  each  subordinate  man¬ 
ager  are  reviewed  and  formed  into  a 
consolidated  ranking.  This  consolidation 
piccess  is  illustrated  in  Exhibit  1.  The 
ranking  shows  the  relative  prlCMlty  that 
discrete  increments  of  services  or  other 
outputs  have  in  relatl(m  to  other  incre¬ 
ments  of  services  or  other  outputs.  The 
process  is  explicitly  designed  to  aUow 
higher  level  managers  the  of^Tortunlty 
to  bring  their  broader  perspectives  to 
bear  on  program  prkxlties  by  allowing 
than  to  rank  the  decision  parages  and 
make  program  trade-<^s. 

Agencies  may  use  whatever  review  and 
ranking  techniques  appropriate  to  their 
needs.  However,  the  minimum  level  for  a 
decision  unit  is  always  ranked  higher 
than  any  increment  for  the  same  unit, 
since  it  represents  the  level  below  which 
the  activities  can  no  longer  be  conducted 
effectively.  However,  the  minimum  level 
package  for  a  given  decision  unit  need 
not  be  ranked  hlfldier  than  an  incremen¬ 
tal  levti  ot  s(Mne  other  decision  unit.  A 
minimum  levd  for  a  decision  unit  may 
be  ranked  so  low  in  comparison  to  in¬ 
cremental  levels  of  other  decision  units 
that  the  funding  levd  for  the  agency 
may  exclude  that  minimum  levd  pack¬ 
age.  This  would  signify  the  loss  of  fund¬ 
ing  f  (Mr  that  decision  unit. 

Decision  packages  or  decision  package 
sets  may  be  prepared  to  examine  the  ef¬ 
fect  of  alternative  ways  to  meet  an  ob¬ 
jective  (see  Secti(Mi  g.c.).  In  these  in¬ 
stances.  (Mily  those  decision  piudcages 
that  are  part  of  the  unit's  request  should 
be  ranked.  The  other  decision  packages 
should  accompany  the  submiBsi(m,  how¬ 
ever,  so  higher  review  levels  may  exam¬ 
ine  the  alternatives  and  have  an  (H>Por- 
tunlty  to  ra>lace  the  requested  packages 
with  those  representing  an  alternative 
thus  far  not  recommended. 

e.  Higher  level  review.  In  all  instances, 
the  use  of  decisi(»  packages  and  prior¬ 
ity  rankings  are  the  major  tools  for  anal¬ 
ysis.  review,  and  decisionmaking.  At  each 
higher  management  level: 

Decision  packages  may  be  revised,  de¬ 
leted.  or  added;  and 

Rankings  submitted  by  subordinate 
managers  may  be  revised. 

(1)  Consolidation  of  decision  pack- 
ages.  In  some  small  agamies,  it  may  be 
desirable  for  each  higher  management 
level  to  review  every  decision  package 
prepared  by  each  de(^i(Mi  unit.  In  other 
instances,  however,  hiidier  levd  man¬ 
agement’s  decisionmaking  needs  may 
better  be  met  by  recasting  all  or  some  of 
the  initial  decisicm  packages  into  a  lesser 
number  of  consolidated  decision  pack¬ 
ages.  The  c(Misoli(iated  packages  would 
be  based  upon  the  more  detailed  infor- 
mati(Mi  in  the  initial  packages,  but  the 
information  would  be  recast  or  relnter- 
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preted  in  a  broader  frame  of  reference 
to  focus  on  significant  program  alterna¬ 
tives  or  Issues.  Tlie  objectives  may  be  re¬ 
defined  to  reflect  the  higher  level  man¬ 
ager’s  program  perQ>ective. 

This  consolidation  process  may  also  be 
used  to  reduce  what  would  otherwise  be 
an  excessive  paperwoiic  and  review  bur- 
d^  at  hl^er  levels.  The  agency  head  or 
hb  designee  should  determine  at  which 
review  level(s)  all  or  some  of  the  pack¬ 
ages  will  be  consolidated  Into  a  lesser 
number  of  pecbtges  before  submission  to 
the  next  hlghN*  review  level  (see  Exhibit 
1).  This  consolidation  should  be  based 
on  natural  groupings  of  submdlnate  de- 
clsloa  units.  Decision  units  In  different 
budget  subfunctions  generally  should 
not  be  consolidated.  The  consolidated 
package  will  summarise  the  more  de¬ 
tailed  Information  contained  In  the  In- 
dlvidual  packages  and  Identify  the  sub¬ 
ordinate  decision  units  covered. 

In  all  Instances  a  minimiim  level  con¬ 
solidated  decision  package  will  be  pre¬ 
pared.  This  package  may  or  may  not  in- 
dnde  each  of  the  minimum  level  pack¬ 
ages  from  the  decision  package  sets  being 
o(xi80lldated.  There  will  be  instances 
when  the  preparation  of  a  ciurent  level 
conscdldated  package  Is  not  feasible 
(eg.,  when  a  decision  package  for  a  new 
program  or  activity  is  ranked  higher  than 
a  current  lewd  package).  When  mipro- 
pciate,  there  should  also  be  a  level  or 
levels  kientlfled  between  the  minimum 
and  current  levels. 

(2)  Type  of  revieiD.  The  review  can  be 
conducted  more  effecilvdy  at  each  man¬ 
agement  level  if  the  tsype  of  review  is 
determined  beforehand.  This  is  e^ieclally 
Important  in  the  mid  and  higher  levels 
in  the  ag^cy.  where  the  review  woiidoad 
may  be  significant,  even  with  consolida¬ 
tion  of  packages.  As  a  means  of  increas¬ 
ing  the  effectivenesB  Its  review,  higher 
level  management  may  decide  to  limit  Its 
review  of  the  higher-ranked  packages  to 
that  necessary  to  provide  a  sound  basis 
for  rsnklDg  the  packages  and  may  dioose 
to  examine  In  more  depth  only  the  lower- 
rsaked  packages.  The  lower-ranked 
padcages  would  be  the  first  to  be  affected 
by  an  Increase  or  decrease  In  the  ex¬ 
pected  budgetary  resources. 

7.  Preparation  of  materials.  The  fol¬ 
lowing  materials  should  be  prepared  for 
each  decision  unit 

a.  Decision  unit  overview.  The  ovn*- 
vlew  provides  Information  necessary  to 
evaluate  and  make  decisions  (m  each  of 
the  decision  packages,  without  the  need 
to  repeat  that  Information  in  each  pack¬ 
age.  It  should  be  at  most  two  pages  long, 
prepared  in  the  format  of  Exhibit  2,  and 
contain  the  following  information: 

(1)  Identifying  information.  Include 
sufficient  Information  to  identify  the  de¬ 
cision  unit  and  tiie  organisational  and 
budgetary  structure  within  which  that 
decision  unit  Is  located.  Each  package 
should  Include  the  title  of  the  apprcpiia- 
tton  or  fund  account  that  finances  the 
decision  unit  the  account  Identification 
code  (see  OMB  Circular  Na  A-11,  sectiim 
2U),  and  any  Internal  agency  code 
necessary. 

(2)  Long-range  gooL  When  apmopri- 
ate.  Identify  the  Icmg-range  goal  of  the 


decision  unit.  Goals  should  be  directed 
toward  general  needs,  to  serve  as  the 
basis  for  deteimlning  the  major  objec- 
tlv<e(8)  undotaken  to  work  towards  that 
goal. 

(3)  Motor  obfeetiveitf .  Describe  the 
major  objectives  of  the  dedskm  unit,  tiie 
requirements  these  objectives  are  in¬ 
tended  to  satisfy  and  the  basic  authoriz¬ 
ing  legislation.  Major  objectives  normally 
are  of  a  continuing  nature  or  take  rela¬ 
tively  long  periods  to  acoompHsh,  Objec¬ 
tives  should  be  measiu^le  and  should  be 
those  that  program  managers  employ; 
they  should  form  the  basis  for  first  deter¬ 
mining  and  subsequoitly  evaluating  the 
accomplishments  of  programs  or  activi¬ 
ties. 

(4)  Alternatives.  Describe  the  feasible 
alternative  ways  to  acoomidlsh  the  major 
objectives.  Identify  which  of  the  alterna¬ 
tives  represents  the  method  proposed  for 
the  budget  year.  Briefly  explain  how  the 
approach  selected  contributes  to  satisfy¬ 
ing  the  major  objectives  and  the  ration¬ 
ale  for  not  pursuing  other  alternatives. 
This  may  IZKdude  a  discussion  of  organi¬ 
zational  structure  and  delivery  systems; 
longer-range  cost  factors;  and  when  at>~ 
pUcable,  the  unique  aspects  and  need  for 
the  program  that  cannot  be  filled  by 
State  or  local  govenunents  or  the  pri¬ 
vate  sector  (particularly  for  any  en¬ 
larged  or  new  proposed  action) . 

(5)  Accotnpliskments.  Describe  the 
progress  of  the  deckion  unit  toward 
meeting  the  major  objectives.  This  aee- 
tkm  should  include  both  quantitative 
and  qualitative  measiires  of  results. 

b.  Decision  packages.  Each  (consoli¬ 
dated)  decision  package  should  be  no 
more  than  two  pages  long,  be  prepared 
In  a  format  similar  to  Exhibit  t.  and 
contain  at  least  the  following  informa- 
ttm: 

(1)  Icfentifying  information.  This  In¬ 
formation  should  Include  organisational 
identification  (agency,  bureau),  appro¬ 
priation  or  fund  account  tttle  and  Iden¬ 
tification  number,  specific  Identification 
of  the  dedskm  unit,  the  package  number, 
and  the  internal  agency  code. 

(2)  Activity  description.  Deacrtbe  the 
work  to  be  performed  or  aenrices  pro¬ 
vided  with  the  incremental  resources 
specified  in  the  paek^e.  This  section 
should  indude  a  discuMon  ml  evalua- 
titm  of  significant  aocomidlshments 
planned  and  the  results  ct  beneflt/cost 
and  other  analyses  and  evaluations  tiiat 
will  contribute  to  the  justification  ct  that 
level. 

(3)  Resovrce  requirements.  Indude 
appropriate  information,  such  as  obliga¬ 
tions,  offsetting  collection,  budget  au¬ 
thority  or  outlays,  and  employment  (full¬ 
time  permanent  aikl  total) ,  tor  the  past, 
current,  axul  budget  years  for  the  up¬ 
coming 'budget.  The  Increment  assod- 
ated  with  each  package  should  be  listed, 
along  with  the  ciunulatire  totals  for  each 
measure  used  In  that  paduige,  plus  all 
higher  ranked  padcages  for  that  ded- 
slon  unit.  At  an  appropriate  level  In  the 
process,  budget  authority  and  outlay 
amounts  tor  the  four  years  beyond  the 
budget  year  should  also  be  Indnded.  In 
accordance  with  criteria  In  OMB  Cir¬ 
cular  No.  A-11. 


(4)  Short-term  objective.  State  the 

dmrt-term  objectives  (usually  achiev¬ 
able  within  one  year),  that  will  be  ac- 
compiiahed  and  the  benefits  that  will  re¬ 
sult  with  the  increment  ^ecified  and 
the  cumulative  resources  shown  in  the 
package.  The  expected  results  of  the 
woik  performed  or  senrices  provided 
should  be  identified  to  the  ex', 

tent  possible  through  the  use  of  quan¬ 
titative  measures. 

(5)  Impact  on  major  objectiveis) .  De¬ 
scribe  the  Impact  on  the  major  objec- 
ttve(s)  or  goals  of  both  the  Incremental 
and  the  cumulative  resources  shown  in 
the  package. 

(g>  Otilicr  information.  Include  other 
Information  that  aids  In  evahiating  the 
decision  package.  This  should  Include: 

Explanations  of  any  legislation  needed 
in  connection  with  the  package; 

The  IngMct  or  consequences  of  not  ap¬ 
proving  the  package; 

For  the  minimum  level  package,  the 
effects  of  sero-fundlng  for  the  decision 
unit; 

For  packages  below  the  current  level 
an  explanation  of  what  ziow  is  being  ac¬ 
complished  that  will  not  be  accomplished 
at  the  lower  level;  and 

The  relationship  of  the  decision  imit 
to  other  decision  units.  Including  the 
coordination  that  is  requlrecL 

c.  Ranking  sheet.  Each  review  level 
will  prepare  a  ranking  sheet  to  submit 
to  the  next  higher  review  level.  This 
ranking  sheet  should  generally  contain 
the  Information  diown  In  Exhibit  *1  for 
the  budget  year. 

In  Instances  (eg.,  revolving  funds, 
where  budget  authority  and  net  outlays 
are  not  a  factor  In  reflecting  the  appro¬ 
priate  or  priority  levd  at  performance, 
managers  should  use  other  measures 
(eg.,  total  obligations,  employment). 

8.  OMB  review  and  consultation.  As 
an  important  element  of  iniOftting  aero- 
base  budgeting,  agencies  are  required 
this  year  to  submit  for  OMB  and  Pres¬ 
idential  review  their  pn^Kisals  for: 

The  program,  activity,  or  organiza¬ 
tional  level  to  b6  the  basis  of  the  (ccm- 
solidated)  decision  packages  that  will 
form  the  agency  budget  submission  to 
OMB: 

Current  and/(x*  budget  year  issues 
that  should  be  highlighted  through 
either  particular  decisicm  packages  or. 
when  decision  packages  are  not  appro¬ 
priate,  through  issue  papers  that  ulti¬ 
mately  tie  in  to  one  or  several  decision 
extensive  evaluations. 

Longer-range  Issues  for  which  agencies 
will  Initiate  extensive  evaluations. 

This  identification  of  issues  will  play 
an  integral  r<4e  In  OMB’s  spring  review 
of  agency  programs,  activities,  and 
plans.  Pcfficy  guidance  letters  to  the 
agencies  regarding  the  prepai^tion  of 
the  fan  budget  submission  wlU  be  based 
in  peirt  on  this  Informaticm. 

OMB  representatives  wiU  contact  the 
agencies  shortly  and  request  these  pro¬ 
posals. 

9.  Inquiries.  Should  additional  discus¬ 
sion  be  necessary,  agencies  dMxdd  cwi- 
tact  their  OMB  budget  examiner. 

Bnr  IiANCK, 
Director. 
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BrLLETiw  No.  T7-® 

t  . 

Ezbibit  2 

DBCISION  Jnm  OVERVIEW 

!  department  op  health,  B>nCATION,  AND 
'  WELFARE,  MENTAL  HEALTH  AOMINiSTEATION, 

FEDERAL  SUPPORT  OF  COMMUNITT  MENTAL 

HEALTH  SERVICES,  MENTAL  HEALTH:  TA- 

0001-0-1-650 

Goal.  To  ensure  needy  citizens  access  to 
eoniinunlty  based  mental  bealtb  services, 
regardless  of  ability  to  pay.  Services  should 
be  of  high  quality,  provided  In  the  teast 
reatrlctlve  environment,  and  In  a  manner 
assuring  patients’  rights  and  dignity. 

Major  objective.  To  assist  In  the  estab¬ 
lishment  and  operation  of  a  nationwide 
netwoi^  of  1,200  qualified  commimlty  men¬ 
tal  health  centers  (CMHCs)  by  1984  to  en¬ 
sure  availability  and  accessibility  of  servlees 
to  residents  of  each  mental  bealto  eateb- 
ment  area. 

Current  method  of  aecompliahinff  0te 
major  objectives.  Orants  are  made  to  public 
E-Twi  nonprofit  entitles  to  plan  and  o|)erate 
oommunity  health  center  programs. 

Tnse  pii«n-niTig  grants  are  one-tline  grants,  act 
to  exceed  $76,000  each.  The  operating  grants 


are  for  eight-yecu'  periods  with  a  declining 
Federal  matching  rate. 

Alternatives.  1.  Consolidate  Federal  fund¬ 
ing  for  commimlty  mental  health  services 
other  categorical  health  service  programs 
Into  a  single  formula  grant  to  the  States. 

2.  Consolidate  Federal  funding  for  com¬ 
munity  mental  bealtb  servlcsB  and  other 
community-based  Inpatient  and  outpatient 
services — as  well  as  InetltutlonaUy  based 
abort-term  acute  and  kmg-tenn  oars  aarv- 
loes — tor  the  mentally  lU  and  mentally 
retarded. 

These  alternatives  are  not  being  pursued 
because  the  States  thus  far  have  not  been 
able  to  ensure  that  funds  will  be  targeted 
Into  high  prlcHlty  areas.  The  fleawtary  be¬ 
lieves  the  Federal  Oovemment  moat  have 
the  ability  to  control  the  funding. 

8.  Provide  tor  mental  health  aanrices  cov¬ 
erage  through  the  national  health  insurance 
proposal.  This  alternative  ts  mot  presently 
viable  because  passage  of  the  national  health 
liMurance  act  Is  not  near.  Intensive  study  Is 
now  being  directed  toward  this  alternative 
for  possible  consideration  next  year. 

Accomplishments.  Hbme  the  estabTlthment 
ot  the  CMHC  program  In  ttia  mld-'iseoa,  890 
CMHC’s  have  received  Federal  funding  of 


nearly  $2.0  billion.  In  1977,  nearly  600  centers 
were  operational,  covering  46  percent  of  the 
peculation  (90  million  people),  and  provid¬ 
ing  treatment  services  to  2  million  individuals 
annually. 

In  1977,  460  centers  received  Federal  grant 
suppOTt  and  100  centers  completed  the  etgbt- 
year  Federal  grant  cycle.  To  qualify  for  an 
operational  grant,  Pub.  L.  100-8$,  requires 
eenters  to  provide  the  following  services  on 
a  24  hour  a  day,  seven  day  a  week  basis: 

1.  Inpatient  hospitalization; 

2.  Outoxtlent  treatment  and  counaellng: 

8.  Partial  hospitalization  aa  an  alterna¬ 
tive  to  full-time  hospltallaatton; 

4.  24-hour  emergency  senrlcea  by  telephone 
or  on  a  walk-ln  basis; 

6.  Consultation  and  education  services. 

6.  Services  to  children; 

7.  Services  to  the  eldmly; 

8.  Screening  services  to  the  courts  and 
other  agencies; 

9.  F(filow-up  care  for  former  fua-tlme  pa¬ 
tients  ttom.  a  mental  health  faolUty; 

10.  TkanaUtonal  services  tor  saase:  and 

11.  filnoiiidtfi  and  alcohed  abnaa  paagram 
and  drug  addiction  and  abuse  progsam. 
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NOTiaS 


ATTACHMUrr  BULLCmf  no.  T7-* 

Trx  White  Hoxnn 

WASHINGTON 

Febsuabt  14,  1977. 

MtmortMAum  /or  the  Beada  of  Executive 
Departmenta  and  Agenciea 

During  tbe  cAmpaign.  I  pledged  tliat  Im¬ 
mediately  after  the  Inauguration  I  would 
tMoe  an  order  establishing  eero-base  budget¬ 
ing  throughout  the  Federal  Government. 
This  pledge  was  made  because  of  the  success 
of  the  sero-base  budget  system  adopted  by 
the  State  of  Georgia  und«'  my  direction  as 
Governor. 

A  eero-base  budgeting  system  permits  a 
detailed  analysis  and  jiutlflcatlcm  of  budget 
requests  by  an  evaluation  of  the  Importance 
of  each  operation  performed. 


An  effective  Eero-base  budgeting  system 
will  benefit  tbe  Federal  Government  In  sev¬ 
eral  ways.  It  will: 

Focus  the  budget  process  on  a  comprehen¬ 
sive  analysis  of  bbjectlvas  and  needs; 

Combine  planning  and  budgeting  liilto  a 
single  process; 

Cause  managers  to  evaltiate  In  detail  the 
ooet-effectlveness  of  their  opsratioae; 

Expand  management  participation  In  plan¬ 
ning  and  budgeting  at  all  levels  of  the  Fed- 
«al  Government. 

The  Director  of  the  QfiBce  of  Management 
and  Budget  will  review  the  Federal  budget 
process  for  tbe  preparation,  analysis,  and 
Justification  of  budget  estimates  and  will 
revise  those  procedures  to  Incorporate  the  ap¬ 
propriate  techniques  of  the  aero-base  budget¬ 
ing  system.  He  wlU  develop  a  plan  for  apply¬ 
ing  the  eero-base  budgeting  concept  to  prep¬ 
aration.  analysis,  and  Justifications  of  the 


budget  estimates  of  each  department  and 
agency  of  the  Executive  Branch. 

I  ask  each  of  you  to  develop  a  Eero-base 
system  within  your  agency  In  aocwdance 
^th  InstructUma  to  be  Issued  by  tbe  Office 
of  Management  and  Budget.  Tbe  Fiscal  Tear 
1979  budget  will  be  prepcu’ed  ualng  this 
system. 

By  working  togethw  under  a  sero-base 
bud^tlng  system,  we  can  reduce  costs  and 
make  the  Federal  Government  more  efficient 
and  effective. 
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